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Sept . 


TO:  Josh  Denham 

Jeff  Rochlis 
Fred  Held 
Dave  Chandler 

FROM:  Howard  L.  Cohen 

SUBJ : Syl vania/Video 


Please  read  the  attachment  first.  This  memo  addresses,  specifies 
and  asks  for  your  direction  based  on  the  attachment. 

Briefly,  the  vendor  is  an  excellent  choice  for  their  experience 
and  technical  knowledge.  However,  these  attributes  require  our 
getting  up -tb-t heir-speed  in  finalizing  function,  testing,  and 
manufacturing  specifications,  as  well  as  determining  contractual 
matters. 

1 . Infant  Failure  Rate 

According  to  vendor,  there  is  a substantial  failure  rate  for 
complex  circuit  boards  during  initial  operation.  They  suggest 
that  all  initial  units  (completely  assembled)  should  be  op- 
erated for  168  hours,  to  be  then  shipped  or  reworked.  This 
involves  all  components,  not  just  the  chipset.  Based  on  test 
data  results,  further  tests  can  be  reduced  in  time  and  num- 
ber. The  ADDED  cost  could  approach  15%  (or  $9.00). 

I recommend  that  Dave  study  this  problem  at  once  and  provide 
me  with  a plan  for  conducting  this  test.  I will  have  the  test 
(if  needed)  quoted,  based  on  the  plan  submitted.  If  we  do 
test  or  do  not  do  any  test,  the  vendor  requires  a percentage 
waiver  on  AOQL  and  warranty  based  on  an  estimate  of  failure. 

2 . Warranty 

Normally,  warranty  is  Repair  and  Replace.  Since  a service 
contract  is  involved,  the  unit  will  remain  in  the  field.  The 
vendor  will  not  accept  straight  reimbursement  of  our  cost. 

His  reasons  include  the  possibility  of  an  unlimited  exposure 
based  on  technicians  that  could  induce  damage  and  inability  to 
define  workmanship  and  material  (warranty)  problems  from  func- 
tional or  design  problems.  Their  reasoning  is  sound  and  logical 
Neither  of  us  could  think  of  another  way  to  solve  the  problem. 

I recommend,  if  another  way  can't  be  found,  eliminating  the 
warranty  in  return  for  a percentage  reducti on  in  cost.  If  this 
recommendation  is  acceptable,  what  percentage  is  goal  and  mini- 
mum? 


3 . Acceptance  Inspection 

It  is  essential  that  Quality  Assurance  establish  a program  to 
receive  the  production  units.  Vendor  would  he  shipping  daily 
at  rate  and  would  reouire  either  a resident  inspector  or  cri- 
teria for  their  QC  function  and  our  audit.  Their  liability 
would  be  limited  to  lots  we  audit  and  quarantine  or  could 
prove  negligence  for.  The  vendor  has  agreed  to  a 3%  AOQL. 

I recommend  that  QA  immediately  visit  Sylvania. 

4 . Cancellation  for  Convenience 

The  vendor  has  a lot  of  previous  experience  in  this  area.  be 
has  submitted  a payment  plan  for  engineering,  labor,  design, 
line  tooling,  etc.  plus  other  costs  to  be  paid  for  materials. 

I think  it  is  an  equitable  plan  and  establishes  risk  up  front. 
(Mote:  the  lump  sum  is  subject  to  audit  and  can  be  less,  but 

no  more).  Their  backup  documentation  appears  accurate.  After 
150m  units,  there  is  no  lump  sum  arrangement. 

I recommend  acceptance,  but  need  authorization  (Rochlis). 

5 . Commitment 

The  vendor  will  require  commitment  for  July  and  more  (past  2f)0m) 
by  April  1,  1970  for  at  least  two  months. 

No  action  required  now. 

6 . Costs 

Costs  remain  highly  flexible  due  to  unknown  factors  in  hill  of 
Materials,  QC  and  warranty  and  testing.  My  present  ballpark 
is  a worse  case  in-cvery-area  of  $120.00  unit  (versus  $105.50). 
These  variables  can  be  resolved  by  finalizing  design  and  test 
parameters . 

I recommend  finalizing  design  on  9/29/7$,  regardless  of  future 
changes  and  the  immediate  settlement  of  testing  questions  (see 
Item  # 1 ) . 


Gni  Syu/ANIA 


Electronic  Components  Group 
Circuit  Module  Operation 
P.O.  Box  360 
Muncy,  Penna.  17756 

717  546-3191 


September  20,  1978 


Mattel  Inc. 

Mattel  Toy  Division 
5150  Rosencrans  Avenue 
Hawthorne,  Calif.  90250 

Attention:  Mr.  Howard  L.  Cohen,  Director  of  Purchasing 
Subject:  MATTEL  & GTE  SYLVANIA,  CIRCUIT  MODULE  OPERATION 
Dear  Howard, 

This  will  confirm  our  agreement  in  principle  with  respect  to  your  Video  Game. 
Agreement  will  contain  the  substance  of  the  provisions  attached  hereto  and 
CM0  quote  dated  September  1,  1978.  This  agreement  in  principle  does  not( 
constitute  a binding  contract  between  our  companies  (except  as  to  Mattel's 
agreement  to  reimburse  CM0  for  certain  costs  mentioned  below).  Such  an 
agreement  will  be  promptly  prepared  by  our  counsel  for  execution. 

You  advised  that  you  can't  agree  to  the  termination  charges  without  approval 
of  Mattel  management.  This  item  is  still  open.  We  would  like  to  resolve 
this  substantive  issue  within  the  next  seven  days,  and  if  it  is  possible,  we 
are  prepared  to  begin  work  on  this  project  at  your  request  with  the  under- 
standing that  we  will  be  reimbursed  for  the  costs  expended  in  such  effort. 


Very  truly  yours, 

GTE  SYLVANIA  INCORPORATED 


S.  R.  Sisak 

General  Marketing  Manager 


SRS/lb 


Attachment 
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Howard  L.  Cohen 


A part  of  General  Telephone  & Electronics 


MATTEL  PROPOSAL 


The  following  considerations  will  be  discussed  in  negotiations  with  Mattel. 


MATTEL  PROPOSAL 


Product  Design  and  Qualification 

Mattel  will  represent  that  product  conforms  to  all  Federal,  State  and  local 
regulations  and  will  be  entirely  responsible  for  U.L.  approval  and  the 
requirements  of  any  agency,  such  as  the  FCC  or  the  CPSC.  Specifically,  Mattel 
will  be  responsible  for  the  expenses  of  any  product  recall  at  any  time. 

Mattel  to  represent  that  the  product  has  been  designed,  tested  and  qualified 
as  a safe  consumer  product. 

Mattel  should  also  make  some  representation  concerning  the  expected  "infant" 
failure  rate,  if  the  units  are  not  burned-in  prior  to  shipment. 


MATTEL  PROPOSAL 


Consignment  Chips  & GI 

Mattel  has  full  responsibility  for  chip  design,  performance,  reliability,  infant 
mortality,  etc.  Timely  delivery  in  necessary  quantities  must  be  made  by  Mattel 
to  maintain  CMO  production  rates.  Parties  should  recognize  that  a substantial 
failure  to  deliver  chips  could  be  a partial  termination  for  Mattel 1 s convenience 


and  not  force  majeure. 


MATTEL  PROPOSAL 


Tool ing 

Mattel  will  be  responsible  for  normal  maintenance  of  tooling  under  its  contractual 
control.  CMO  will  be  responsible  for  normal  maintenance  of  tooling  under  its 
contractual  control.  Mattel  retains  ownership  of  all  such  tooling  used  by  CMO, 
and  Mattel  will  be  responsible  for  any  design  defects  of  such  tooling. 


MATTEL  PROPOSAL 


Warranty: 

(i)  90  days  from  sale  to  Mattel  customer  but  under  no  conditions  to  exceed  180 
days  from  shipment  from  CMO. 

(ii)  CMO  Supplied  material  and  workmanship  only. 

(iii)  The  warranty  will  include  reimbursement  of  Mattel's  service  costs  (under 

warranty  terms  and  conditions)  subject  to  CMO  approval  of  the  service  contract 
and  conditions  or,  if  not  approved,  subject  to  a negotiated  limit  to  CMO's 
liability. 

(iv)  Final  acceptance  will  occur  at  CMO.  Mattel  will  audit  periodically.  Mattel 
may  choose  to  have  a resident  inspector  for  final  acceptance. 

(v)  Absolutely  no  liability  for  consequential  damages  (e.g.  Mattel's  lost  profits 
on  game  sales,  injured  reputation,  etc.) 

(vi)  Mattel  will  idemnify  CMO  for  "product  liability" claims. 

(vii ) Product  reliability,  including  component  specifications  and  reliability  will 

be  Mattel's  sole  responsibility  upon  approval  of  CMO  generated  component 
specifications,  such  specifications  becoming  the  property  of  Mattel. 


MATTEL  PROPOSAL 


Testing,  Inspection  and  Acceptance 

If  CMO  performs  the  final  tasting,  our  obligations  must  be  clear  and  unequivocal. 


MATTEL  PROPOSAL 


Changes 

Design  - Eguitable  adjustment  to  price  and  delivery  schedule  depending  on  impact. 
Mutual  agreement  for  prospective  changes.  Emergency  changes  - "not  to  exceed" 
authorization  and  negotiate  later.  Mattel  must  approve  and  authorize  all  changes. 

Delivery  Schedule  - Schedule  fluctuations  increasing,  decreasing,  or  stretching 
out  of  deliveries  can  have  cost  impact. 


MATTEL  PROPOSAL 


Termination  by  Mattel  prior  to  delivery  of  the  contractually  specified  number  of 
units  (i.e.  200K).  See  attached. 

The  substance  of  this  clause  will  be  mutually  agreed  upon  and  incorporated  in  the 
final  agreement. 
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CHARGES  FOR  TERMINATION  FOR  CONVENIENCE 


If  Cancellation  Occurs: 

1.  One  month  ARO 


2.  Two  months  ARO 


3.  Three  months  ARO 


4.  Four  months  ARO  with 
1 to  250  units  delivered 


5.  Five  months  ARO  with 

251  to  500  units  delivered 


6.  Six  months  ARO  with 
501  to  15,000  units 
del ivered 


7.  Seven  months  ARO  with 
15,001  to  50,000  units 
delivered 


8.  Eight  months  ARO  with 
50,001  to  150,000  units 
delivered 

9.  Units  150,001  - 200,000 


Cancellation  Charges* 

A lump  sum  cancellation  payment  of  $20,000  Plus  WIP, 
Raw  Material  & Other  Non  Cancellable  Vendor  Charges 
("Non  Cancellable  Charges") 

A lump  sum  cancellation  payment  of  $65,000  Plus  WIP, 
Raw  Material  & "Non  Cancellable  Charges" 

A lump  sum  cancellation  payment  of  $115,000  Plus  WIP, 
Raw  Material  & "Non  Cancellable  Charges" 

A $175,000  Lump  Sum  Cancellation  Payment  Plus 
$225.15  X No.  of  Units  Purchased, 

Plus  WIP,  Raw  Material  & "Non  Cancellable  Charges" 

A $350,000  Lump  Sum  Cancellation  Payment  Plus 
$225.15  X No.  of  Units  Purchased, 

Plus  WIP,  Raw  Material  & "Non  Cancellable  Charges" 

A $462,575  Lump  Sum  Cancellation  Payment  Plus 
$23.21  per  unit  for  the  quantity  of  units  delivered 
in  excess  of  500,  Plus  WIP,  Raw  Material  & "Non 
Cancellable  Charges" 

A $799,000  Lump  Sum  Cancellation  Payment  Plus 
$0.40  per  unit  for  the  quantity  of  units  delivered 
in  excess  of  15,000.  Plus  WIP,  Raw  Material  & "Non 
Cancellable  Charges" 

$813,000  cancellation  payment  may  be  amortized  over 
next  100,000  units  Plus  any  WIP,  Raw  Material 
Inventory  & "Non  Cancellable  Charges" 

No  liquidated  damages,  but  full  reimbursement  for 
WIP,  Raw  Material  Inventory  & "Non  Cancellable 
Charges" 


*A11  charges  are  in  addition  to  the  per  unit  price  of  $74.85  each. 


Electronic  Components  Group 
Circuit  Module  Operation 
P.O.  Box  260 
Muncy,  Penna.  17756 

717  546-3191 


September  1,  1978 


Mattel  Inc. 

Mattel  Toy  Division 
5150  Rosencrans  Avenue 
Hawthorne,  Calif.  90250 

Attention:  Mr.  Howard  L.  Cohen,  Director  of  Purchasing 
Subject:  QUOTATION  - VIDEO  GAME  #2609 
Dear  Howard, 

Confirming  our  telephone  conversation  this  date,  September  1,  1973, 

GTE  Sylvania,  Circuit  Module  Operation  (CMO),  Muncy,  Pennsylvania 
is  pleased  to  submit  a quotation  for  the  subject  assembly  in  the 
quantities  requested  by  Mattel  as  follows: 

1.  200,000  total  units  deliverable  March  1979  thru  June  1979  * $74.85  each 

Schedule  - 250  to  500  - Jan.  1979  (Pre-production  pilot  run) 
Balance  - Mar.  1979  thru  June  1979 

2.  500,000  units  as  follow-on  to  above  200,000  units  * $69.92  each 

Schedule  - 100, 000/month  - July  1979  thru  completion 

In  addition  to  the  above  unit  prices,  nonrecurring  costs  of  $40,300.00  are 
applicable  to  Item  1 above.  An  incremental  amount  of  33,050,00  is 
applicable  if  Item  2 above  is  exercised.  A breakdown  of  these  costs  are 


as  follows: 


500K  Volume 
Incremental 
Amount 


Description 


200K  Volume 
Amount 


Assembly  Fixtures  and 
Insertion  Programming 


S 9,300.00 


S 3,050.00 


GI  Designed  and  Manufactured 
Test  Equipment 


15,000.00 


Printed  Circuit  Board  Pierce 
and  Blanking  Dies 


16,000.00 


Total 


$40,300.00 


S 3,050.00 


Mattel  Inc. 

Mattel  Toy  Division 

Mr.  Howard  L.  Cohen,  Director  of  Purchasing 


September  1,  1978 
Page  2 


The  basis  for  this  quotation  is  detailed  on  the  attachment  (Exhibit  A) 
of  this  letter. 

We  trust  that  this  quotation  and  information  is  sufficient  for  your 
evaluation.  However,  should  any  additional  information  be  required, 
please  do  not  hesitate  to  contact  me. 


Very  truly  yours, 

GTE  SYLVANIA  INCORPORATED 


,/dOHN  R.  ROBERTSON 
Sales  Engineer 


JRR/nlr 

Attachment 


bit  syivama 
Circuit  Module  Operation 
September  1,  1978 

Page  1 of  3 

EXHIBIT  A 


Basis  of  Quotation 


The  unit  selling  prices  and  nonrecurring  charges  offered  in  this  quotation  are  for  a 
complete  tested  Mattel  #2609  Video  Game.  The  understandings,  assumptions  and 
conditions  used  in  preparing  this  estimate  are  outlined  below: 

1. )  Per  Mattel's  direction,  CMO  has: 

a. )  used  parts  list  No.  2609-9991(1978),  dated  March  13,  1978, 

as  furnished  by  Mattel's  Mr.  H.  Cohen  on  8/24/78,  for 
material  pricing.  CMO  has  outlined  their  understanding  of 
this  parts  list  as  an  attachment  to  this  Exhibit  A.  Please 
note  that  CMO  has  used  estimated  pricing  for  components  that 
are  not/could  not  be  clearly  defined  within  the  time 
constraints  of  quotation  submittal. 

b. )  included  labor  costs  reflecting  the  net  addition  of  forty- two 

(42)  components  to  the  Logic  Board  Assembly  as  described  by 
the  schematic  furnished  by  G.  I.  on  8/29/78,  i.e.,  039121,8900 
System,  Dated  5/28/78. 

c. )  not  included  material  pricing  for  the  Upper  and  Lower  RF 

Shi  el  do  since  design  has  not  been  completed.  However,  all 
labor  costs  associated  with  these  parts  are  included  in  the 
unit  selling  prices. 

2. )  Per  discussion  with  Mattel's  Mr.  H.  Cohen  on  8/24/78,  CMO  understands 

that: 

a. )  CMO  will  be  all  owed/expected  to  work  with  G.  I.  on  the  final- 

ization of  the  printed  circuit  board  layout  to  assure 
compatabil ity  with  CMO's  automatic  insertion  equipment. 

CMO's  pricing  assumes  automatic  insertion  of  axial  lead 
components . 

b. )  CMO,  in  conjunction  with  Mattel  and  G.  I.,  will  prepare  a 

documentation  package  for  the  Video  Game.  This  will  consist 
of  a component  list  and  the  specifications  to  which  they  are 
purchased. 

Mattel's  approval  of  this  documentation  and  amendments  thereto 
will  be  essential  as  the  authorization  for  CMO  to  build  the 
product  in  accordance  with  the  specifications  so  approved. 

CMO  understands  that  Mattel  will  have  established  the  product 
to  be  in  compliance  with  FCC,  UL  and  all  other  such  require- 
ments. Thus,  CMO  has  not  included  any  costs  for  such 
acti vi ti es . 


GTE  Syl vania 

Circuit  Module  Operation 
September  1,  1978 

EXHIBIT  A Page  2 or  3 


Basis  of  Quotation  - (Continued) 


3.  ) It  has  been  agreed: 

a. )  that  CMO  will  serialize  the  Video  Game  by  way  of  a label  affixed 

to  the  console  base  and  that  UL  labeling  will  be  an  integral 
part  of  the  stamped  console  base  itself. 

b. )  that  the  Master  Carton  (2609-0930)  has  been  designed  to 

preclude  any  requirement  for  skidding. 

c. )  that  the  pricing  furnished  by  Mattel  for  the  Individual  Game 

Carton  (2609-9219)  includes  labeling. 

d. )  that  only  nine  (9)  of  the  total  ICs  will  be  mounted  on  the 

circuit  via  IC  sockets. 

e. )  that  the  "Game  Chip  Set"  consisting  of  I Cl  through  IC6  will 

be  consigned  by  Mattel.  CMO  has  assumed  that  consignment 
will  be  f.o.b.  Williamsport/Muncy,  Pa.  and  the  quantity  will 
include  a 3 % extra  allowance  for  manufacturing  attrition. 

f .  ) that  the  consigned  "Game  Chip  Sets"  will  be  supplied  in 

matched  sets  until  and  unless  it  has  been  established  with  CMO's 
concurrence  that  such  matching  is  not  needed.  CMO's  costs 
include  100%  testing  only  of  the  first  5,000  matched  sets  on 
the  test  set  designed  and  manufactured  by  G.  I. 

4. )  CMO's  unit  selling  prices  and  nonrecurring  charges  include  testing  at 

subassembly  and  final'  assembly  levels  of  production.  The  test  times 
used  were  based  on  test  information  supplied  by  Mattel.  CMO  has 
assumed  that  testing  will  be  performed  under  the  following  conditions: 

a. )  All  subassembl  ies  will  be  tested  at  250  +_  IQOC  at  their 

respective  nominal  voltages. 

b. )  Final  assembly  test,  using  a Mattel  furnished  test  cassette, 

will  be  performed  at  25  + 10°C  and  120°V^  + 10%. 

5. )  CMO's  In-Process  and  Final  Quality  Assurance  Acceptance  criteria  will  be 

to  the  following  workmanship  specifications: 

a. )  Single  sided  printed  circuit  boards  - 

A minimum  of  75%  of  the  lead  circumference  must  exhibit  a 
good  solder  flow  and  have  a properly  formed  fillet. 

b. )  Double  sided  printed  circuit  boards  - 

A minimum  of  50%  of  the  lead  ci rcumference  must  exhibit  a good 
solder  flow  on  both  sides  of  the  printed  circuit  board. 


EXHIBIT  A 
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Basis  of  Quotation  - (Continued) 

5. )  c.)  Component  lead  protrusion  on  the  solder  side  of  the  printed  circuit 

board  shall  be  of  such  maximum  length  to  prevent  shorting  to 
adjacent  leads,  circuitry,  and/or  mechanical  assembly. 

d. )  After  cleaning,  printed  circuit  board  assemblies  will  be  visually 

inspected,  by  the  unaided  eye,  to  assure  they  are  free  from 
corrosive/conducti ve  contaminants . 

e. )  Workmanship  inspection  shall  be  performed  with  the  unaided  eye. 

f. )  Mechanical  hardware  (screws)  shall  be  tight.  The  word  "tight" 

is  defined  as  "the  screw  can  not  be  appreciably  tightened  further 
without  damage  or  injury  to  the  screw  heads  or  plastic  case." 

g. )  Push  buttons  shall  have  adequate  clearance  on  all  sides  to 

permit  free  travel  without  causing  a functional  failure. 

h. )  Final  game  assembly  cosmetic  criteria  to  be  as  specified  in  the 

Mattel  Product  Specification  for  #2609  Video  Game,  (no  specification 
number  or  date  on  specification),  as  furnished  by  Mattel  on  8/25/78. 

6. )  Printed  circuit  board  material  will  be  .062"  NEMA  Grade  CEM-1 . The  Logic 

board  and  Power  Supply  board  will  have  one  (1)  ounce  of  copper  on  two  s-ides. 
The  Cassette  board  will  have  one  (1)  ounce  of  copper  on  one  side  with 
twenty  (20)  gold  tabs.  Tabs  will  be  gold  plated  (20)  microinches 
minimum  x .06"  x .3". 


7. )  CMO's  unit  selling  prices  and  nonrecurring  charges  do  not  include  burn-in. 

8. )  CM0  considers  engineering  and  design  of  all  tooling  or  dies  an  integral 

part  of  the  manufacturing  process;  therefore,  payment  of  quoted  nonrecurring 
charges  which  do  not  include  total  costs  conveys  ownership  only  to  the 
extent  of  Buyer's  investment  without  the  right  of  removal  from  our  plant. 

Our  interest,  together  with  the  right  of  removal,  may  be  obtained  through 
negotiation  and  agreement  for  fair  reimbursement  for  the  costs  of  the 
tools  and  dies,  design,  development  and  maintenance. 

9. )  The  unit  selling  prices  and  nonrecurring  charges  apply  to  the 

quantities  and  delivery  rates  outlined. 

10. )  Shipment  will  be  f.o.b.  Will iams port/ Muncy , Pa.  in  truckload  lots. 

11. )  Terms  are  net  thirty  (30)  days. 

12. )  Attached  GTE  Syl vania,  Circuit  Module  Operation,  Terms  and  Conditions  are 

applicable  to  any  agreement  resulting  from  this  proposal . 
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TERMS  ANO  CONOtTtONS  OF  QUOTATION  ANO  SALS 


Set  forth  bHow  ere  the  GTE  Syivania  Incorporated.  Circuit  Module  Operation's 
~CMO**)  standard  tirrm  and  conditions  of  auotat.nn  »n<J  iat«  o l special  purpose  pro- 
Jwcn. 

Unless  CMO.  through  an  overriding  iqrwiwru  or  other  anting  s#grn?d  by  *n  »u- 
horiaed  representative.  snail  hereafter  specifically  agree  to  mortifications  of  these  rerms 
md  conditions  of  ouorattcn  and  safe.  acceptance  py  CMO  of  me  Buyers  orctr  rs  »x- 
>renfy  condmona 4 upon  3uyers  assvni  to  suen  terms  and  condition*  and  tne  Buver's 
ceeotanc*  of  merchandise  delivered  snail  be  ce*m*d  to  be  an  unqualified  assent  hereto. 
3-MO's  failure  to  ooiect  to  provisions  contained  in  any  communication*  from  the  3uy er 
shell  not  con$:»tu;e  a wa««*t  of  the  provision*  ner* of. 

!.  QUOTATION:  AW  pr*c*s  and  c har9ft  are  effective  for  thirty  (33)  day*  from  data 
af  quotation.  VVrirttn  extensions  will  be  con  tide  red  upon  request. 

?.  CREDIT  TERMS:  L'mess  others:*-  agreed  to  by  CMO,  alt  invoice*  *re  due  and 
aayabie  within  thirty  (30)  day*  from  cna  da:*  of  inv©»c*.  No  discount*  ire  authorised. 

On  s/i/pmenrj  de/aved  by  the  Surer,  invoices  will  be  issued  on  the  data  when 
3MO  is  praco-ec  to  make  Sh.oment.  Products  held  far  the  Buyer  snail  be  at  trie  ritlc  and 
■xpense  of  the  Suyer. 

3.  TAXES:  Unless  otherwise  agreed  to  by  CMO.  ell  onces  will  be  ouettd.  all  orders 
Kceoted.  and  ell  pilling  renoered  exclusive  of  ail  .*»de'?i,  stare,  and  local  excise.  sa*«  and 
similar  taxes.  Such  raxes.  wn«m  rao'.'caoie.  wrti  scoear  a*  separate  additional  item*  cn 
ZMQ  invoice*  unless  a prooerty  executed  exemption  certificate  it  received  by  C-MO  prior 
to  shipment. 

4.  TITUS.  SHIPPING  AND  SECURITY:  Unless  otherwise  wre-d  to  by  CMO.  ad 
ia*es  will  t»  F03.  CMO  factory.  For  FOB.  CMO  factor/  deliveries.  CV.O's  liability  cease* 
md  the  title  and  rick  of  loss  Pass  to  3uver  uson  CV.O  making  delivery  of  material  Qur- 
:hesed  hereunder  to  tne  carrier  at  the  snipomg  point.  the  c orr.ar  acting  at  the  Buyer's 
agent.  AM  claims  for  damage*  mutt  o*  Hied  by  tic  Buyer  with  Tie  carrier. 

CMO  reserves  a purer*;*  money  security  interest  in  ail  goods  deli vsred  hereunder 
jnbl  luch  time  a*  :he  purenast  price  is  paid  n ?u,i.  Thi*  document  mey  be  filed  as  a 
Secunry  Agreement  evidencing  suen  security  interest. 

5.  ROUTING  OF  SHIPMENT:  Consistent  with  series  reouirement*  and  type  of 
produe:  involved,  ail  shipments  wiii  norm  ally  be  mace  py  tne  most  economical  mean* 
Kid  packed  for  domestic  transooraticn  :o  meet  the  standard  rvoui remen ts  of  U.S. 
»mmon  earner.  CMO  reserves  tne  rfy.t  •«  all  cc*a*  to  select  :n«  means  of  transportation 
and  the  routing  unless  otherwise  specified  oy  the  3'.*v«r.  if  shipment  is  made  on  request 
sf  Buyer  by  a method  Ci  delivery  inci/or  indirect  routing  involving  addit  onal  and/or 
premium  transportation  a nd/er  peeking  expense,  tne  audition*.  cost  will  be  paid  by  tne 
Buyer. 

S.  DELIVERY:  CMO  WILL  ATTEMPT  TO  MEET  THE  DELIVERY  SCHEDULE 
REQUESTED  9Y  THE  3UYER.  HOWEVER.  ANY  DELIVERY  QUOTATION  IS 
ONLY  an  estimate  0?  The  Time  REQUIRED  to  make  SHIPMENT. 

CMO  shall  not  be  re*aons;o*e  far  ueteys  in  delivery  or  failure  to  deliver  due  td 
causes  beyond  its  control,  including,  without  IWnittttbn,  acts  of  Ged,  acts  of  Purchaser, 
government  action  (civil  or  miiitar//  taking  or  pnwmotmg  CV.O':  O'SCuctiOft  facilities, 
legal  interferences  or  promotion*,  fin?*,  unxe*  or  other  :*ocr  difficulties,  wars  or  noet.li- 
ties,  ins.  .-recti  ens  or  riots,  emoarcces.  eouioment  breakdown,  wrecks  or  dxlays  in  trans- 
portation. unusually  sever*  weather,  m acuity  to  obtain  necessary  labor,  material  or  man- 
ufacturing faciiitj**  aue  to  c*us«*s  bevand  its  control.  or  any  lie#  or  dissimilar  cause  pe- 
vond  its  control.  In  the  event  of  anv  such  delay.  T#  date  of  d-slivery  snail  oe  extenoed 
for  a period  eouat  to  tne  ;»me  iosr  ov  tcason  of  the  delay.  CMO  snail  nave  the  ngnt  to 
furmsn  suitable  substitutes  tor  ^artr^a.i  wnich  cannot  oe  obtained  because  of  the  an  eve 
causes  and  to  acoonton  its  sniomcnrs  among  , « customers  *n  suen  manner  as  K snail 
aeem  ecuitaoie. 

7.  WARRANT^-  CMO  warrants  mat  fhe  b'oducts  delivered  hereunder  w.ll  be  in 
substantial  conformity  with  soeci’icaticm*  'ur-».*/'»d  cv  Buvcr  ana  accioted  bv  CMO  and 
free  from  detects  >n  matenai  enc  r/or '•.mjnsn»a.  CMO's  soiicanon  unct*’  this  warranr? 
snail  be  nmited  to  la:  cononi  rjpJf/.ng,  rebfac-no  or  granting  * credit  3?  the  orces 

invoiced  at  the  fme  of  mioment  of  any  of  soid  orcducts  which  s r.#:  wit n.n  30  oavs  after 
rhioment  ie  returned  t-  .'acton/,  per  tha  "ADJUSTMENTS**  c'aua.  md  wn.ch  are, 
after  insoecripn.  disposed  to  C’.tO'i  ian*:action  to  have  ceen  dcr?c:iv*  tr»  the  rorm  »n 
which  Tey  v/er*  smubed  ov  C*«0  befery  their  use  m further  manuiacture  or  asaemoiv. 
This  warranty  the;!  not  aSPiy  to  any  pf  such  orocucts  when  snail  have  been  repaired  or 
altered,  except  by  CMC.  or  wnten  *n»i  have  been  suciecteo  to  physical  or  etectncai 
abuse  or  misuse. 

OTHER  THAN  AS  SET  FORTH  A30VS.  THERE  ARE  NO  EXPRESS  OR  IM- 
PLIED WARRANTIES.  INCLUDING  That  of  MSRCMANTA3IUTY  AND  FITNESS. 
made  Sy  CMO  IN  =E$P 5CT  TQ  ANY  PRODUCTS  SOLD  -EREUNQSR. 

3.  LiWlTATiGN  CF  Li  A SI  Li  TV : CMO  snail  not  oe  liable  ‘or  sosciai  or  consequen- 
tial damages  of  any  nature  witn  nesoect  to  any  products  or  services  sold  or  *enaered 
h ereunoer. 

9.  ADJUSTMENTS.  V/n*n  a 3uver  wisnes  to  return  orcouct*.  under  the  ‘VlAR- 
RANTY-  douse,  ne  inml  Mrs:  oetam  wnren  acorovai  from  me  aooroonate  CMO 
reoresentative.  roiio-w.ng  recr.at  of  such  aoorovai.  shicment  may  oe  '—aue  vie  the  route 
joecir.ee  m such  approval,  fraignt  prvoa»d  bv  the  Buyer.  7>*  oocxjge  «n  which  prprjucts 
art  returned  mua:  be  jo»e  to  withstand  normal  fr-ignt  hanolmg  and  mciuoe  mermn  a 
peerage  list  seating  me  ouantmes  anc  woe*  at  prouucrs  o-*mg  returnee,  the  .nvoici 
number  of  rr.e  anginal  iSioma-t  2nd  the  reason  f or  r*tum.  Upon  '»c?ist.  CMC  wjl 
insoect  tne  n-tum*  ov  jcorcuriarc  means  ana  notify  3uwr  of  «.1  oeciuon  .nsgorcmg 
CMO  resoonvoii*rv . Returns  louns  :o  be  CMO's  nrsponsio»iicy  jnaer  me  warranty  set 
forth  hereinabove  w*il  be  -eoairwa,  rvouced.  or  credited  to  tne  3uyer  at  C.MC'i  option. 
Returns  found  to  o#  cere c:r/e  ana  ro  be  tne  Buyer  s nesoonsiortiry  will  be  -eoairea  or 
reoleced  at  Buyer  s oot:cn  ar*d  cost.  Returns  found  to  oe  servicracie  without  oerec:  wiil 
oe  rrum«i  rc  tne  3uver  co»rect.  ■ - v — 


10.  PATENTS  ANO  TRADEMARKS  INOEMNlTY:  CMO  assume*  no  consequential 
or  other  liaoility  for.  and  tne  Buyer  agrees  to  mcer-mfy  and  hold  CMC  hermfesj  against, 
any  claims  (including  attorneys  leesl  resulting  irom  tn*  production  ol  articles  or  materi- 
als, which  are  manufactured  by  CMO  to  the  Buyer'*  >o*cil»cation  or  from  :r»*  oroducr.on 
of  articles  or  materials  designed  by  CMO  to  meet  me  Buyer  : recu»nnr»*nts  or  arising  out 
of  the  use  of  any  equipment,  martrais.  parts  or  machinery  fumrsned  by  me  buyer  in 
making  products  to  the  Buyer’s  soecifications.  Furthermore.  CMO  assume*  nc  conse- 
quential or  otner  liaoility  for.  and  the  Buyer  agrees  to  hold  CMO  harmless  from,  infringe- 
ment of  patent  claims  covering  any  equioment.  accents! y . system,  cirtu;:.  or  combina- 
tion In  wn.ch  any  such  product*  may  On  used  a;  a component,  or  from  any  trcdcm.jrx 
infringements  involving  any  marking  or  branding  not  applied  bv  CM.O  or  involving  any 
marking  or  branding  applied  at  tha  request  of  the  flwyyf . No  coirs  or  expanses  under  this 
paragraph  shall  in  any  event  be  incurred  for  the  account  of  CMC  without  its  v/ntttn 
consent. 

11.  SALES  CONVEYS  NO  LICENSE:  CMO  products  arc  offered  for  sa»*  and  an 
sold,  subject  >n  «v*ry  case  to  Tie  conditions  mat  such  -ales  do  not  convey  »ny  license, 
empreTily  or  by  rmpf <flTionj.  estoppel , or  othenwrse.  under  *nv  patent  claim  with  respect 
to  which  CMO  can  grant  lictr.ses  covyrmg  a como'*:«(1  ecu -omen t or  any  assembly,  tvs- 
tern,  circuit,  combination,  method  or  process  in  wnien  any  suen  products  wh.cn  an  nsr«d 
as  comoonents  (notwithstanding  me  foci  Tat  such  products  may  n jv*  os-n  des*gnec  for 
use  in.  or  in  any  way  may  be  useful  in.  such  patented  eau<om*nt.  asiempiy.  system,  cir- 
cuit. comomation,  method  or  process,  and  that  *ucn  products  may  h.Tnr  been  purchased 
and  sold  for  such  use).  CMQ  expressly  reserves  ail  i:s  rights  under  such  patent  claims. 

13.  CHANGES;  3uy*r  shell  have  the  nghr  (by  written  change  order!  to  request  a 
change  to  product  specifications,  delivery  rates  and/or  delivery  schedules,  provided, 
however,  that  prior  to  tntir  implementation  anv  wch  Change; s)  she»i  besubjrct  :o writ^n 
acctptanca  by  CMC  and  an  eciuitcoie  adiustment  to  the  contract  once  and/or  delivery 
sneduie,  as  appropriate. 

13.  TOOL.'NG.  DIES.  TEST  FIXTURES.  DRAWINGS.  ETC.: 

(A)  Unleu  otherwise  specifically  agreed  uoon  in  writing  between  the  Buyer  and 
CMO,  aft  roofing,  dies,  test  fixtures,  and  all  drawings  of  ever,  kind  (hereinafter  re-err-p 
to  as  "Tocimg")  used  by  CMO  in.  and  not  ownod  bv  Buyer  prior  to  the  carform^-ce  of 
the  Buyer's  order,  shall  remain  the  exclusive  property  and  under  tn*  exclusive  npnt-oi  of 
CMO.  and  snaii  not  be  deliverable  to  tne  Buyer. 

(B)  Any  Toolmg.  sold  to  Buyer,  is  sold  **AS  t$"  without  any  warren^*:  *vhar;©- 
ever  and  Buyer  agraes  to  indemnify  CMQ  against  all  claims  arising  cut  of  ms  -v;  o:  such 
Toelirg. 

14.  BUYER'S  MATERIAL:  Orders  requiring  the  use  of  tr?  3uyer's  raw  mat  fine!  com- 
ponents. and/or  eouiomtnt  are  accaotaO  sudiCCt  to  csiwerv  of  material,  coricorx.us 
and/or  epu.oment  at  tne  time,  in  tn*  amount.  *nq  *n  d-mer  iions  as  specified  by  C.V.O. 
F03  its  plant.  If  any  of  tne  material,  components  and/pr  equ  omen:  is  de'e-rtwe  or  wili 
not  perform  to  CMO  requirements  *or  any  **ason,  CMO  may  cancel  ftuvers  orde- 
without  incurring  Itaptiiry.  and  the  3uv*r  following  mvo*ce  by  CMO  srau  pav  for  cost* 
per  the  TERMINATION  werion  hereunder.  Scrao  resulting  from  facricatic.)  of  the 
Buyer's  products  snail  oe  the  property  of  CMO  unless  CTenw.se  agree*’  uoo.n  m writing. 
It  vseil  oe  tn#  Buyer  s r<-oons.3fi:ry  to  furnish  raw  mr.anal.  commoner.:*,  jnc/or  tcuio- 
ment  acceptaole  to  C*M0  anp  .f  it  is  necessar/  to  *nspec:.  ;ige  or  rewer*.,  it  .vill  oe  uoon 
the  Suvar  ; approval  ano  it  the  Buytr's  axpense. 

15.  COMPLIANCE  WITH  LA. VS;  CMO  dees  not  assume  any  liability  far  ;r*  Buyer  s 
or  the  products  compliance  v.itn  any  ftcarti.  state,  or  iocii  laws  cr  rtgu latmns. 

(S.  TERMINATION:  Any  orcar  may  oe  terminated  b*  Tfi  Suvcr  uoon  >ts  man 
tnirqy  (30)  days  prior  written  not.fication  to  CMC.  suit,  sc:  to  the  :ci*o»v»nc  cqnn  tier.*: 

(A)  Buver  will  accept  d3nv*ry  of.  »*ic  pav  for.  m p-vduen  wn.cn  a.*c  ccmoiateiv 
manufactured  as  of  the  effective  cats  or  term-njtinn 

(3)  The  Buv«r  will  puv  as*  cost*.  a*r*c:  cr  -nn  .-rc:.  which  -.ave  o-en  •ncu ffrj  pv 
C.VC  with  -egarp  r?  precuc :a  wnien  ■*»**  not  been  cpmpietrv  manuiactumd  at  ne 
effective  sate  of  termination,  and  a raasonac,*  proot  na-?on.  Such  cost:  .*a:ujj.  cut 
are  net  iim.-tc  to : ail  ma:er-al  ana  norx  ti>4rec<»  n rvenrsrv  *?r  use  n me  r.rcJuct 
mc*ud:ng  an  «sociar?d  corn:  ven-.tof  :mr-*'*fo*’  enrmrs  Tr  mwf*f..*»  rpr 

procuct.  mettr.ai  ?or  the  product  wn.cn  CMO  *s  Ob*i-;::au  :e  occeo:  after  :cnc»t  .r:on; 
start-up.  preparacon  and  shut-down  costa:  me  any  ccu.tc;  cquicment  oourv  Tn  used 
soecif'.cafly  for  the  breer  .n  cuxsticn  wn<n  occcm*-  exc*u  duu  to  cancei*a:.on 

Notwithstanding  the  (ore;o«ng.  the  totli  of  an  terns  ‘or  w n-;n  Buver  .*  :.ua»e, 
including  product  jnioments  ana  (A)  and  1 3)  aoo-e  sha.1  not  exceed  Te  :o:a-  contract 
once  of  tne  order. 

.17.  ORDERS:  These  terms  and  conditions  snail  i*  deemed  included  as  pa. t af  any 
oromt  or  orcan  Piacto  witn  CMO  -n  accores-.c?  won  or  a s a nisui:  a.*  T<*  nuctttion. 
Purchase  order*  containing  language  wn<h  mocifies  ac.a  to.  or  t ir:  cr.v  wo*,  -consis- 
tent with  CMO’s  Terms  and  Conditions  of  Quotation  ar»q  $ji*  j*  contiihe-j  .h?m»n  ;r* 
acceoted  by  CV.O  only  un  the  express  cpncinon  thet  anv  tuen  ionou e»te  n »wc.h  nurc* 
oraen  shall  be  .ncoerrtive.  and  that  me  iiooiiit.es  oi  C*.iD  s-*aii  r-e  determined  tdeiv  py 
CMC'i  Terms  and  Conditions  of  Quotation  and  Sale.  No  term*  jnu  cpnciticns  u:r.*r  than 
those  stated  herein  and  no  written  or  oral  aghSirment  mat  Pj "Ports  to  vc*v  T-*e  re— ns 
Kid  conditions  Tail  be  binding  upon  CMO  um*ss  oec:-*reai»v  ag.-eoc  rs  ov  CMC  in  a 
signed  writing. 

18.  A//EN0M6NT  OF  TERMS:  These  term*  jna  coraioons  of  cuotaticn  anp  sq;e  ire 
subject  to  withdrawal  or  choncc  by  CMO  at  :hy  time.  Until  modified  or  •.*?*' T drew n.  the 
term*  snd  condition*  n*rein  w.ii  >pv-t rn  unless  sbecificaiiy  changed  :r*  writing  3v  J^uuty 
author i red  reorrvmtauve  of  CMO. 


THE  MANAGEMENT  and  RESOURCES  AT  CMO  APE  ORGANIZED  ALONG  INOUSTR l AL.;CQ*mmE RCl A L LINES  *0  SERVE  ITS  CUSTOMERS  COMPETITIVELY.  THEREFORE, 
BY  POLICY.  CMO  COES  NOT  PHQviOc  A 00533  DR  SIMILAR  COST  AND  PRICING  DATA  OR  T'HclR  COMPOSITION. 
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